Certified Mail APR 30 1984
Ladies and Gentlemen:

We have considered your application for recognition of
exemption from Federal income tax as an organization described
in Section 501(c)(3) of the Internal Revenue Code.

The data submitted discloses that you were incorporated on
I under the [ v o -Profit
Corporation Act. Your stated purpose is to promote Lhe status
and economic welfare of consumers individually and as a group
through membership in the Corporation and to provide such
programs, benefits and services as will further thesc
objectives.

You are a membership organization and your corporate affairs
are managed by a Board of Directors.

Your activities consist of providing consumer information to
your members and to arrange for various benefit programs
through which the members can derive economic benefit,
Membership benefits include, but are not limited tu, a group
pre-paid legal service program, smart shopper and .travel
discounts and consumer protection services.

You anticipate that your sole source of support will be
membership dues.

Section 501(c)(3) of the Code provides for the exemption of
organizations which are organized and operated exclusively for
charitable, religious, and educational purposes, no part of
the nev 2arnings of which inures to the benefit of any private
shareholder or individual.

Section 1.501(a)-1(c) of the regulations defines private
shareholder or individuals as persons having private interest
in the activities of the organization.

Section 1.501(c)(3)~1(d)(1){(ii) of the regulations prcvide
that an organization is not organized and operated exclusively
for charitable, religious and educatiomnal purposes unless it
serves a public rather than a private purpose.
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Ou the basgis of the evidence presented, we find that ydou are
not operating exclusively for exempt purposes under Section
501(e)(3) since you are providing aexvices for the exclugive
benefit of your membera. You are thecrefore serving private
interests rather than a public benefit.

Ia addition, your creating document, Articles of
Incorporation, does not meet the organizational teagt under
Section 501(e)(3) of the Code since your purpoece are not
restricted to that Code Section and provision has rot been
made for distribution of your assets for charitable purpesaes.

Section 1.501(c)(3 1(a){(1) of the Income Tzx kegulations
gtates, "In order to be aexewpt as an organization dzseribed in
Section 501(2){(3), su organization must be both ovzanized and
operated exciuagively for one or more of tpe purpozes gpecified
in such Section. If an organization fails to meet zifther the
organiza‘ional test or the operational test, it is not
exempt."

Section 1.501(e)(3)~1(b)(4) states that '"an organization is
not organized exclusively for one or more exempt purpose
unless its assets are dedicated to an exenpt purpees’ ag
described in this Bection.

We have concluded yon asre not an organization des
Section 501(c)(3) of the Code since you do not mee
organizational test or the opewational test.

You are therefore required to file ¥ederal income tax returas
on Form 1120. Also the appropriste state officials will bhe
routinely notified of this action in accordaunce with 8ection
6104(c) of the Code.

If you do nont accept cur findings, wa recommend that vo
request 2 conference with a mamber of our Regiounal 0ffice of
Appeals. Your vequest for a conference should inciude
written appeal giving the facts, law, and any other
informstion to support your poaition as explained in
enclosed Publication 892. You will then be contacts
arrange a date for a confevence. The conference way be held
at the Regional office, or if you request, at any mutually
convenient Digtrict office. If wa do nor hear fron you within
30 days of the date of this letter, this determinazion will
become final,
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1£ you do not protest this proposed determination in a timeiy
manner, it will be conr .dered by the Interunal Revenue Service
as a failure to exhavsy avallable administrative remedies.
Section 7428(b)(2) of the Internal Revenue Codz pruvides in
part that, "A declaratory judgment or decree under this
Section shall not be issued in any proceeding unless the Tax
Court, the Court of Claimg, or the digtrict court nf the
United States for the District of Columbia determines that the
organization involved has exhausted administrative remedies
available teo it within the Internal Revenue Servige.*

Sincerely yours,

District Director

Inclosure



